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MIDDLE EAST MANEUVERS

,Y Egypt's arms deal with the Soviet Bloc is firm.
s /ﬁ( In talks with A.mbasaador Byroade and Asst. Sec'y Allen on 1 and

3 Oct, Nasr reiterated his determination to go through with the deal,

while expressing great confidence in his ability to avoid entanglements

with Communism.,

small arms, plus machine guns superior in range to Egyptians' present

equipment -- arrived at Alexandria om 27 Sept.
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So 5&»’: wv‘.s

mubﬁ»tantia.hy forward the m-a-long-rmge policy of sncouraging neutralicd

sentiments in the area, reducing the dependence of these nations on the Weat,

and esiablishing closer ties with the Sino-Soviet Bloc,

X. While Soviet munitions offers are important in terme of their im: ““““““ﬁ

effect, long-term barter agreements are even mors significant.
udei - Bt

markst in the Soviet

B, Once these Middle Eastern states establizh a2 steady m
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bloc for exports important to their economies, they will be vnder 3trong taddhe

presaure to continue their hold on these markets,

¥ Under these circumstances, the Sino-Soviet Bloc would possess a

.mg

strong economic lever to be used for political purposes,
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owed exactly this program -- including
not only arms but economic help and attractive barter arrangements -- in

the Middle East. Where loans have been made, the interest rate is low

(2 1/2% and 3% in India and Afghanistan) .

/C In Egypt, for examf:le and despite Nasr'a apparent determination to
keep Bloc relations on purely cemmmercial basis, a Soviet loan -- say
at 2% -~ for the “h:.;h dam'' at A;wm would be immensely atiraciive.

ﬁ . Some such sort of Soviet loan to Egypt was offered even before the arms

negotiations began last May, and was repartedly repeated during the
current negotiations.
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-~ Moreover, ;

/\ ® loan rates are usually 4% to 5% to Middle Sastern f'mmt*;&%
-&" Sowviet loan rates are not only lower, but usually allow paym ont in kind,

rather than cash, Soviet readiness to accept Egyptian cotion in
A '

payment could be a determimng factor for Egypt,

¥V, The Scviets, having netted N@Zi with their armsg deal, are not resting on their

;.V s El
oars. Elsewhere in the Middle Ea:tfie&(' AR g d"é’ﬂ-«b I 7/‘(‘@' Breve..

. The Syrian goveynment has failed to deny reported receipt of a2 new Soviet o
L3

arms offer, although the Prime Minister has stated that he prefers not

to deal with the Soviet Bloc on arms procurement. Damascus vress

reaction to Egypt's deal nonetheless has been very favorable,
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iritial reaction to the Egyptian deal was favorable.

¥. Meanwhile, vhe Israelis, couvimced that Egypt will use Soviet arms

against them, sre demanding that aetion be taken by the West {pmr&ieu#
darly the U8) to deter aggressioa,
&. Ambassador Ebar, in uvrging this action on the U8, charsciarized
the Israeli gttitude as: "let's not sit here like rgbbits,
wveiting for the kill.®
jﬁ Tel Aviv wants Western arms to counter the threataned.imhalance;

#lso wants more Western guarantees of status quo i# the aren.

&7 Ever in the abmence of Western help, & Niddle Rast arms race is

rossible, since Israel cam secure considerable military eoquipment

from various‘ir;aﬁh;ﬁkctq.in Rurope.
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A. Tel Aviv han already tornnlly told the Czecha that the Egyptian

3

; deal is an Tunfriendly act," and has asked Moscow for a clarifying ﬁ

-tttenant on Soviet policy in Iiddlo East,

incidents
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